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IRAQ: Key Economic Indicators 


Exchange Rate (a) 


uS$1.00 = 0.312 ID (In US$ Million, Current Prices) 
ID 1.000 = US$3.22 1982 1983 1984 


National Income 33,027 33,984 36 ,646 
Per Capita Income (US$) 2,339 2,330 2,432 


State's Share (3%) 
Agricultural Sector 
Output 4,191 4,524 6,246 
State's Share (%) -— 52 44 
Construction Sector 


Output 6,727 5,885 4,160 
6 5 6 


Gross Domestic Product 40,374 41,265 45,556 
6 63 66 


State's Share (%) 

Industrial Sector 

Output 3,039 3,164 4,288 
State's Share (%) 59 60 63 

Trade + Serv. Sector 

Output 4,768 5,008 4,994 
State's Share (%) 56 57 49 

Transportation and 

Communications Sector 

Output 2,585 2,565 2,648 
State's Share (%) 24 29 33 


Fixed Capital Formation 18,229 15,080 11,656 
Buildings 6,251 5,905 4,511 
Other Construction 6,407 5,921 4,338 
Machinery, etc. 3,916 2,337 
Transport Equipment 1,655 471 


TRADE (in US$ million 


Total Exports 
Exports to U.S. 

Total Imports 
Imports from U.S. 


SOURCES: 


National accounts from Iraqi Government's “Abstract of 
Statistics"; 


Total Exports/Imports from IMF's "Direction of Trade 
Statistics"; 


U.S. Trade from U.S. Dept. of Commerce statistics. 





zr Summar y* 


By the fall of 1987, following the 1986 decline in world oil 
prices, the drop in the dollar's value, the problems of meeting 
Iraq's sizeable foreign debts, and the fiscal and physical 
costs of its seven year old war with Iran, Iraq's economy 
seemed to have stabilized. The overall economic outlook has 
now improved as a result of the rebound in oil prices, 
government austerity programs which cut domestic civilian 
expenditures and overall import levels, and new bilateral debt 
reschedulings. The country's 1987 oil revenues are likely to 
be nearly 50% above the 1°86 $7.5 billion figure. 


Iraq's government is now pursuing wide-ranging economic reforms 
to increase productivity and to encourage private sector 
industrial growth and import substitution. The government is 
also carrying out management reforms to eliminate both 
unnecessary government personnel and counterproductive laws 
and regulations and to raise output in state sector companies. 
The government is also introducing programs whereby managers 
and employees of public sector companies share the losses or 
profits. It is also proceeding with privatizing many public 
sector activities through their sale to the private sector. 
For example, the Agriculture Ministry is selling all its farms 
and plans to cease actual farming activities by the summer of 
1988. Iraq, however, continues to ban direct foreign 
investment from non-Arab sources. 


Oil exports earn over 95 percent of Iraq's foreign exchange 
income. Oil production accounts for about 60 percent of Iraq's 
GNP. New oil export facilities, opened in 1984 through Turkey 
and in 1985 through Saudi Arabia, enabled Iraq to increase 
crude oil export levels and bypass older export facilities 
closed or destroyed because of the war. Kuwait and Saudi 
Arabia have also been producing crude oil on Iraq's account. 
Completion of the new 500,000 barrels per day (b/d) loop of the 
existing Iraq-Turkey pipeline in August 1987, raised Iraq's oil 
exports to over 2 million b/d of crude. The recently signed 
IPSA II Iraq-Saudi Arabia pipeline project will boost Iraq's 
oil export capacity to well over 3 million b/d by late 1989. 
Latest reports estimate Iraq's proven and semi-proven crude oil 
reserves to total 112 billion barrels, making Iraq's reserves 
perhaps second only to Saudi Arabia's. 


Agriculture, construction, and manufacturing, particularly of 
items using Iraq's immense hydrocarbon resources or for import 
substitution, are also important. The importance of the 
construction sector, however, is declining as old projects are 
completed and new projects deferred due to austerity programs. 


*This report was prepared in September 1987. 





Iraq is the United States’ third best customer in the Arab 
world, after Egypt and Saudi Arabia. U.S. exports to Iraq in 
1987 are likely to reach nearly $700 million. Agricultural 
products lead U.S. exports to Iraq, followed by capital goods, 
parts, and components. U.S. Government programs under the 
Commodity Credit Corporation (CCC) have helped make U.S. 
agricultural products competitive by enabling exporters to 
provide deferred payment terms. Iraq's limited current foreign 
exchange has made financing a critical component of any export 
proposal. In many cases, Iraqi firms insist on two-year 
deferred payment terms. Recent regulations, however, increased 
the amount of foreign exchange that can be purchased and 
liberalized the availability of import licenses for many Iraqi 
firms, especially for exporting companies. 


II. Current Economic Situation and Trends 


In 1986 and the first half of 1987, Iraq suffered the shock of 
falling world oil prices. The resulting need for economic 
retreat, followed by rebounding prices, spurred government 
programs of economic reform and innovation. The oil price drop 
exacerbated problems already besetting Iraq caused by its seven 
year old war with Iran, such as limited foreign exchange 
reserves, sizeable foreign debts, dependence on imports for a 
number of basic commodities as well as for industrial and 
agricultural inputs, and long-standing distortions and 


inefficiencies resulting from price ceilings and other 
government-imposed regulations and controls. While Iraqi 
officials admit the situation looked very bleak in the summer 
of 1986, a year later they were optimistic because of higher 
oil prices, debt reschedulings, and economic reforms. 


The early 1986 oil price drop put additional strains on an 
Iragi economy already hard hit by six years of war. Prior to 
the war's outbreak in September 1980, Iraq's economic prospects 
were very bright. Oil production was 3.5 million b/d (mmbd) 
with exports running approximately 3.2 mmbd. The sharp rise in 
oil prices in 1978/79 gave Iraq oil earnings of $21 billion in 
1979 and $26 billion in 1980. Rising exports, combined with a 
conservative approach to development in the 1970s, helped Iraq 
to amass an estimated $35 billion in foreign exchange 

reserves. However, Iranian attacks during the first weeks of 
fighting heavily damaged and closed Iraq's Persian Gulf oil 
export terminals. Oil exports dropped to just over 1 million 
b/d and foreign exchange earnings fell accordingly. 





Despite the reduction in revenues and the unexpectedly high 
cost of the war, Iraq's leadership, hoping that the hostilities 
would end soon, continued pursuing the highly ambitious 
economic development program begun in 1979. As a result, Iraq 
continued awarding billions of dollars worth of contracts for 
development projects during the remainder of 1980 and 
throughout 1981. Civilian imports soared to over $20 billion 
in 1981 and to $21.2 billion in 1982, a 54% increase over 1980 
and twice the level of 1979. In addition, the huge influx of 
foreign labor and the drawdown in interest-earning foreign 
exchange reserves resulted in an invisibles deficit of an 
estimated $3 to $4 billion. 


Iraqi expectation for a quick resolution of the war was not 
realized. As the war ground on through 1981 and into 1982, 
military imports soared. Reduced oil exports and burgeoning 
foreign exchange expenditures quickly resulted in mammoth 
current account deficits that, despite massive infusions of aid 
from Arab Gulf States, devoured Iraq's foreign exchange 
reserves at an alarming rate. By spring 1982 Iranian 
counterattacks had driven the Iragi army out of Iran and 
Iranian forces were poised to carry the war into Iraq. At the 
same time Syria, siding with Iran, closed the crude oil 
pipeline running from northern Iraq across Syria to the 
Mediterranean Sea in April. This action cut Iragi oil exports 
to only 650,000 b/d through the Turkish pipeline, its only 
remaining export outlet. 


Iraq's government and economic managers, beginning in late 1982 
and early 1983, followed a program of import restrictions, 
imposing some measure of economic austerity, expanding the 
capacities of oil export facilities to increase foreign 
earnings, and rescheduling some debts until Iraq received these 
expected higher earnings. Beginning in 1982, austerity 
programs drastically cut civilian imports. Some planned 
development projects were postponed or in some cases 

cancelled. The government also slowed construction on some 
projects already under way- When it became apparent these steps 
would not provide enough savings to pay all outstanding foreign 
obligations, the Iraqi Government asked foreign contractors to 
arrange financing to enable Iraq to defer 1982 payments to 
1985. Given the profitability of these projects and Iraq's 
economic potential and attractiveness as a long-term market for 
goods and services, many foreign companies agreed to defer 
payments. 





The actions the Iraqi Government took to regain control over 
the country's economic situation set the pattern Iraq would 
follow until the fundamental economic reforms in 1987. The 
steps taken in 1982 gave Iraq a temporary economic 
equilibrium. Imports fell from $20 billion in 1981 to an 
estimated $10 billion in 1983. Although the debt rescheduling 
negotiations with creditor countries, including France, Italy, 
Japan, Korea, and West Germany, were oftén long and difficult, 
creditors, who dealt bilaterally with Iraq, agreed in the end 
to issue new guarantees and defer payment for two years as 
asked. A number of major international companies also reached 
new agreements regarding project payments. The Iraqis also 
benefitted from a reported $20 to $30 billion in economic 
assistance from Arab states, principally Saudi Arabia and 
Kuwait. They were also able to benefit from new credit 
facilities. The United States, for example, began providing 
agricultural sales credits to Iraq in 1983. In taking these 
steps the Iraqis expected Iraq's economic situation would 
improve, while their creditors hoped to get paid and to secure 
their positions in the potentially very profitable Iraqi market. 


Iragis thought their economic problems would be behind them in 
1986. By that point, Iraq's new oil export facilities would be 
operating. Work to increase the pumping capacity, and so raise 
the throughput of the Irag/Turkey line to 1 million b/d, 
finished in 1984. The Spurline going from Iraq's southern oil 
fields to Saudi Arabia, where it hooked into the Saudi 
East/West line, increased Iraq's oil exports by about another 
350,000 b/d in November 1985. Since Spurline capacity was 
500,000 b/d, it seemed only a matter of time before Iraq would 
further increase its oil exports, and revenues, through this 
line. Work was also under way to add a 500,000 b/d loop onto 
the Turkish line, and there were definite plans to continue the 
Spurline to the Red Sea which would increase that export 
system's capacity to 1.6 million b/d. These factors made it 
seem certain that Iraq would be able to pay its outstanding 
international debts and perhaps ease the austerity programs. 


The collapse of world oil prices that began in early December 
1985 together with stepped up Iranian attacks in 1986 ended 
these plans. By April 1986, the Iraqis faced serious economic 
problems. Military setbacks forced the Iraqi Government to 
increase imports of defense-related equipment and to cut back 
in civilian and development-related spending. 





Significant among these setbacks was the loss of Fao to the 
Iranians. This town, located where the Shatt Al-Arab empties 
into the Persian Gulf, is traversed by the oil pipelines which 
lead to Iraq's unused offshore oil loading facilities. An 
additional problem was the decline in the value of the dollar. 
Oil, Iraq's primary export, is priced in U.S. dollars. 

However, a very sizeable portion of Iraq's import purchases are 
made in currencies other than the dollar. The impact of the 
falling dollar was reportedly so severe that it had, in some 
cases, negatively offset significant portions of foreign 
currency obligations the Iraqis had repaid in previous years, 
Iraq's first reaction to the situation seemed to be to try to 
wait the problem out and hope oil prices and the other negative 
factors would improve. This approach further strained 
relations with creditors who were suddenly unable to reach 
officials or obtain any information as to when they could 
expect payment. As a result of this situation, a number of 
export credit agencies either officially or unofficially ceased 
providing coverage. 


The Iraqis also began cutting the number of expatriate workers 
and limited the amount of hard currency those remaining could 
repatriate. Since a large proportion of Iragi men were in the 
military, expatriates were not only working on project 
contracts but were filling jobs in hotels and even working in 
some of Iraq's factories. Egyptians, other Arabs, and East 
Asians comprised most of this expatriate workforce. The Iraqi 
Government began re-evaluating the need for many of these 
workers’ services and withdrew work permits for a noticeable 
number of them, especially in the service industries, expecting 
Iraqi workers to take the places left vacant. The numbers of 
European and Japanese expatriates continued to decline from 
their peak levels in the early 1980s as projects were 
completed and companies phased down their operations. 


By December 1986, the Iraqis had regained control over their 
economic situation. Rafidain Bank, Iraq's sole commercial 
bank, held talks with a number of creditors and regained some 
of its stature in international banking circles. The 
government cut civilian expenditures and strenghtened its 
import licensing procedures. It also began encouraging Iraqi 
companies to increase their exports and it took steps to 
alleviate the severe shortages of basic staples such as 
detergent, cooking oil, sugar, flour, foodstuffs, cloth and 
soap. These shortages had been due to a combination of the 
foreign exchange crunch and Iraq's distribution problems, which 
pre-date the war. However, many civilian goods continued in 
short supply as the government licensed imports only of those 
goods necessary for the war effort, oil production, and other 
necessary or high priority items. By the end of 1986, Iraqi 
officials were confident that the worst was behind them and 
that they could manage to restabilize the economy. 





1987 brought in a year of reform rather than of a simple 
continuation of previous stabilization efforts. President 
Saddam Hussein has been personally involved in the reforms. 
Since February 1987 he has spoken repeatedly on the need to 
reform the Iraqi economy and boost production. Emphasis is now 
on increasing both the quantity and quality of the country's 
output. A number of legal changes have accompanied the 
reforms, all basically designed to eliminate wasteful 
government requirements and practices and to stimulate economic 
growth. There have also been a number of changes in the 
cabinet, shifting ministers holding economic portfolios and 
bringing into important positions new, often more technically 
oriented individuals. ; 


The government hopes that the economic and management reforms 
will increase Iraq's domestic industrial and agricultural 
output, especially the production of goods that are now being 
imported, and will boost non-hydrocarbon exports. Although the 
President has repeatedly said Iraq will continue to follow the 
socialist development model, his reforms also stress an 
increased role for Iraq's private sector, and the individual 
manager's and worker's input in state and mixed sector 
operations, reduce the government's involvement with the 
economy and aim at getting the government out of unprofitable 
economic activities or activities which do not require 
government participation. The President has declared his hope 
to extend this experiment to other public sector enterprises in 
order to increase their productivity. As part of the 
government management reforms, the state organizations, which 
previously oversaw the state enterprises and often previously 
interacted with foreign companies, were completely eliminated. 


The state enterprises, the general name given pure public 
sector industrial and commercial operations, now report to the 
supervising ministries through a board of directors. These 
enterprises are headed by directors general who have a great 
deal more authority to run their operations than previously and 
are now responsible for realizing a profit. The government on 
February 22 eliminated all laws affecting state enterprises so 
that their directors general can take whatever measures they 
see necessary to increase their enterprise's output. 


Other measures were designed to increase the availability of 
foreign exchange necessary to purchase capital and other inputs 
needed to run factories in Iraq. 





Under the reform program initiated in February, state and mixed 
sector companies can keep larger portions of their export 
receipts to buy needed imported inputs. A new regulation 
allows private companies to bring in foreign exchange to run 
their operations without having to report the source of the 
funds. (Iraq has long had extremely stringent foreign exchange 
controls designed to prevent smuggling in foreign exchange from 
abroad or unauthorized transfers of currency out of the 
country.) Iraq's economic managers will likely continue 
concentrating on stabilizing the economy and striving to 
increase domestic productivity. While the exact size of Iraq's 
foreign debt is unknown, it is estimated that the Iraqis will owe a 
total of perhaps $50 billion by 1991. Perhaps as much as half 
of this debt is in the form of soft loans from Arab creditors 
who may not expect the Iraqis to repay. An additional factor 
working in Iraq's favor is that a number of foreign creditors 
seem ready to reschedule much of this debt in order to secure 
their long-term position as suppliers to the Iraqi market. In 
addition, some government creditors have agreed to offer new 
credit facilities as part of the rescheduling arrangements. In 
July 1987, the United States Export Import Bank resumed 
providing short-term cover. 


Foreign Trade: Iraq's foreign trade declined due to the 
country's drop in income and its need to conserve foreign 
exchange. Much of Iraq's trade is non-dollar denominated. 
When viewed in terms of deutsche marks, yen etc., the drop in 
Iraq's trade in 198% is even more dramatic. Iraq's imports in 
the first quarter of 1986 were little changed from the average 
1985 levels; much of the drop in imports took place in the 
later quarters. In 1987, overall imports are expected to be 
low once again, although the lack of domestic stocks of many 
necessary items as well as increased oil revenue may lead to a 
Slight increase from the 1986 import levels. 


The following table provides a breakdown of Iraq's trade with 
its leading suppliers (in US $ billion): 


Exports Imports 
°o4.... 985 . °R6 ">. ae 
World Total . > 16.4: 8.8 


Industrial 
Countries 
Japan 
France 
FR Germany 
Italy 
U.K. 
0.8. 


Developing 

Countries 
Turkey 
Yugoslavia 


(Source: IMF, “Direction of Trade Statistics") 





In the short term Irag will continue limiting imports to 
necessities such as agricultural commodities, defense 
equipment, Oil production equipment, manufacturing inputs, and 
goods and services to carry out development and industrial 
projects with which the Iragi Government has decided to 
proceed. This means that granting of import licenses and 
access to credit facilities that foreign governments may offer 
are likely to remain strict. Under new Iraqi regulations those 
Iraqi companies which can earn their own foreign exchange by 
exporting at least some of their production should have more 
freedom to import required spare parts, components, machinery, 
and equipment. Generally, the Iraqis will continue to look for 
deferred import payments at very competitive interest rates. 


A factor which may also have an important impact on Iraqi trade 
is the extent of foreign government export. credit programs. A 
number of governments are again offering export credit 
facilities as outstanding debts are paid or rescheduled. The 
Iragis also seem to be interested in getting revolving credit 
arrangements in which new guarantees or other facilities become 


available as the Iragis make progress in settling outstanding 
amounts. 


Hydrocarbons: In 1985, Iraq's crude oil production averaged 
1.4 million b/d rising to an average of 1.7 million barrels/day 
(b/d) in 1986; by mid 1987 total Iraqi production passed 2 
million b/d of which about 300,000 b/d was consumed 
domestically as refined products. These increases are not due 
to new production facilities but to new export facilities. The 
crude oil export line opened in 1985 from Iraq's southern oil 
fields to the Saudi East/West Pipeline (Petroline) enables Irag 
to export crude from Yanbu, the Saudi Red Sea port of Yanbu. 
Petroline capacity and technical problems limited Iraqi exports 
through this spurline, also known as IPSA I, during 1986 and in 
the first quarter of 1987. These problems were settled in the 
second quarter of 1987 and Iraqi throughput approached the 
line's 500,000 b/d capacity. The recently signed IPSA II 
Iraq-Saudi Arabia pipeline project will add an additional 1.1 
million b/d export capacity through the Saudi port of Yanbu, 
boosting overall Iraqi export capacity by the end of 1989 to 
well over 3 million b/d. 





It is foreseen that crude oil exports will increase again in 
the fourth quarter of 1987 as a result of the 500,000 b/d loop 
on the Iraqi/Turkish pipeline which opened officially in July 
1987. Iraq has used the line at close to its 1 million b/d 
capacity since work on upgrading the line's pumping capacity 
was finished in 1984. Iraq also exports over 200,000 b/d of 
crude by truck through Turkey and Jordan. Some of this trucked 
crude is used by Jordan in its Zarka refinery. Saudi Arabia 
and Kuwait have also produced crude oil on Iraq's account since 
1983. This war-relief crude is not included in Iraqi 
production statistics. 


Based on recently released figures, Iraq probably has the 
second largest oil reserves in the world. In September 1986, 
Iraq announced that it has 72 billion barrels in proven crude 
0il reserves and another 40 billion barrels in semi-proven 
reserves. The increase in reserves was due to examination of 
accumulated data as well as to new discoveries. The government 
disclosed the existence of four new fields in 1987, including 
the Saddam Field between Tikrit and Kirkuk, rumored to be a 
giant field, and the Himreen field near the Iranian border. 
Assuming Iraq returns to 3 million b/d production, these 
reserves would give Iraq over 100 years’ production. Iraq also 
has large reserves of associated natural gas but no significant 
unassociated gas fields have been tapped. Preliminary seismic 
work has been done on 80 percent of Iraq's territory. 


Although in most other ways a staunch OPEC member, Iraq rejects 
the production quotas OPEC has tried to set for the country. 
When OPEC established the system in 1983, Iraq received a low 
production ceiling of 1.2 million b/d, because the available 
export facilities limited Iraqi exports. Iraq argued that this 
ceiling would have to be raised when Iraq's export capacity 
increased. Furthermore, Iraq's OPEC quota would have to take 
into account Iraq's revenue needs, oil reserve volume, and the 
country's traditional share of OPEC production. In June 1986, 
President Saddam Hussein announced Iraq would not accept a 
production ceiling lower than Iran's, because if OFEC is 
neutral in the war, OPEC must allow both belligerents the same 
revenue levels. Iraq, therefore, rejected the quotas OPEC 
assigned Irag in December 1986 and in subsequent meetings 
because these continued to be lower than Iran's. However, Iraq 
has set its official sales prices in line with OPEC's price 
system designed to maintain an average $18/barrel price for 
OPEC crude. Thus, Iraqi Kirkuk crude ex Mediterranean has been 
$17.60/b and Basra Light ex Yanbu $17.30/b. Although Iraq has 
agreed to some barter deals in recent years, the Iraqi 
government generally tries to avoid such arrangements. 





Iraq has concentrated on developing its refining capacity as 
well as factories utilizing Iraq's natural gas production. As 
a result it now flares only about 35 percent of the natural gas 
it produces and exports 300 million cubic feet/day of natural 
gas through a new export pipeline to Kuwait. New refineries 
now produce excess refined products which are exported. Iraq 
is also producing cement at an average of 12 million 

tons/year. Potentially more important is Iraq's resumed use of 
gas for fertilizers. Three fertilizer plants and one 
petrochemical complex using natural gas as raw material were 
closed down at the beginning of the war. The same applies to a 
large iron and steel complex which was built to use the flared 
gas as cheap fuel. 


Industrial Sector: Unlike a number of other oil exporting 
countries in the area, Iraq has a sizeable and growing 
population, of about 15.5 million. The country has the 
workforce as well as the market to support a domestic 
industrial sector but, as noted above, it has relied on 
expatriate employees for expertise and to ameliorate the 
Manpower problems resulting from the war. The government has 
focused on establishing domestic factories as an important part 
of its overall development strategy. Although the war and the 
decline in oil revenues has slowed development of Iraq's 
domestic industries, its new economic programs are designed to 
diversify exports and, where possible, produce items 
domestically rather than continue importing them. The Iragis 
are very much interested in importing new technology, 
equipment, and methods which will enable them to increase their 
domestic industrial output. High technology imports are 


usually granted the necessary import licenses and foreign 
currency. 


Like other countries in the region, the Iraqis are looking to 
develop hydrocarbon-based industries. Construction of the 
Fertilizer IV Plant near Baiji continues. This plant will 
produce 500,000 tons of ammonia-based fertilizer annually using 
Iraq's deposits of associated natural gas. The Iraqis are also 
continuing discussions with four international consortia to 
build another fertilizer plant near Mosul, again using 
previously flared natural gas. Efforts are also under way to 
exploit Iraq's sulphur and phosphate deposits. 


The Iraqis are giving more attention to mixed sector and 
private sector industries producing textiles, household 
appliances, consumer and light industrial goods. Again, the 
focus is on import substitution but the government is actively 
promoting exports of these products through export promotion 
programs, such as participation in international trade fairs, 
and by eliminating old laws that limited productivity and the 
amounts these companies could export. Also, the government is 
allowing exporting firms to keep some of the hard currency they 
earn from their exports and use this to buy needed components 
Or other imported goods. Despite efforts to increase the 
portion of domestic content, producers will continue importing 
major components for these goods for the foreseeable future. 





Agriculture: The Iraqi Government is taking steps to increase 
agricultural production. It 1s continuing to develop 
agricultural infrastructure, although at a slower pace than in 
previous years. This is due not only to the decreased 
availability of funds but also, and perhaps more importantly, 
to the completion of a number of large-scale projects, 


particularly in land reclamation. The new economic reforms are 
also a factor. 


The Iraqi Government has invested considerable capital ina 
number of large agricultural development projects, mainly for 
improving irrigation facilities and reclaiming farmlands. For 
example, a Polish firm completed a large reclamation project 
last. year around Abu Ghraib southwest of Baghdad. Another is 
the Third River Project, involving a large channel between the 
Tigris and Euphrates in southern Iraq to drain salt water from 
the fields. According to the Ministry of Agriculture, 809,484 
acres of previously saline land has now been reclaimed and is 
ready for cultivation. There are also a number of large dam 
projects for flood control, water storage and irrigation in 
northern Iraq. These will mitigate farmers’ present exclusive 
dependence on rainfall in the north. Such projects should 


control the flow of the Tigris and all its major tributaries by 
the end of the century. 


The Iraqi Government is also revamping its agricultural 


policy. Whereas the government previously concentrated on land 
distribution, the emphasis now is on increasing agricultural 
productivity and efficiency. In May 1987, the government 
announced minimum sizes for agricultural holdings. Irrigated 
landholdings may be no smaller than 62.5 acres (100 donums), a 
move designed to prevent inheritance from breaking up farmlands 
into uneconomic units. Other agricultural policy goals are 
self-sufficiency in certain staples and meeting the industrial 
sector's demands for agricultural inputs. The re-organization 
programs will probably continue onto next year. Under these 
programs and as part of its efforts to foster private and mixed 
sector growth and get out of actual agricultural production, 
the government is selling all its dairy and poultry farms, 
greenhouses, and other agricultural facilities to the private 
sector. The ministry will continue planning and providing some 
agricultural inputs. For example, the government will no 
longer produce honey but will continue to supply bees to 
farmers. In agriculture, as elsewhere, the government is 
trying to cut down the number of bureaucrats involved. 
President Saddam Hussein announced in July the merger of the 
Agriculture Ministry with the Irrigation Ministry which 


oversees construction and operation of dams and irrigation 
systems. 





Major crops are barley in the south, especially where the soil 
is saline, and wheat in the north. Rice 1s also an important 
crop in the south. Efforts are under way to also encourage corn 
production for animal feed. About one-third of Iraq's 
workforce lives in rural areas and is employed in 
agriculture-related work. 


III. Implications for American Business 


As demonstrated by the number of European and Japanese firms 
continuing to do business and even maintain offices in Iraq, 
the country has significant commercial potential. The Iraqis 
have managed a number of particularly serious economic problems 
over the past two years and have stabilized their economy. 

They are optimistic about the future and feel confident Iraq 
can meet any future economic challenges. Iraqi officials are 
also fond of saying they will remember in the future good times 
those companies which help Iraq now. 


In the near term, the Iraqis will continue to look for 
suppliers who can provide the products they want at the lowest 
prices and with the most competitive financing. They are 
sometimes willing to sacrifice quality for price but like to 
avoid doing so whenever possible. This is a change from older 
Iraqi purchasing practices in which quality was of paramount 
importance. Access to financing is usually a critical factor 
in making a sale. The Iraqis generally want two-years' 
deferred payment at the lowest possible interest rate. 


The best prospects for American firms in the near term will 
include agricultural products, health care products and 
equipment including pharmaceuticals, oilfield and refinery 
equipment, computers, and other high-technology goods and 
services. These are products which appear to be of 
sufficiently high priority to obtain the necessary Iraqi 
government import licenses and foreign currency allocations. 
As the Iraqis continue with efforts to increase domestic 
industrial production, they will be looking for raw materials, 
other factory inputs and capital goods. Iraqis may also be 
interested in U.S. know-how as they work to improve 
productivity. 


Once the war with Iran ends, the Iraqis will be looking to 
Start work on a number of delayed industrial, infrastructure, 
and other development projects. There will also be very high 
pent-up demand for consumer goods due to the austerity programs 
that have accompanied the war effort since 1982. With probably 
the second largest oil reserves in the world, Iraq's peace-time 
economic potential is great. 
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sharply reduced from $31 to $17. Now is an 
ideal time to begin taking advantage of this 
easy-to-use guide to a broad range of 
Government information. 


Enter your subscription to the Commerce 


Publications Update by completing and 
mailing the order form below, today. 


Superintendent of Documents Subscriptions Order Form 
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Order Processing Cade: —— 
* Charge your order. @i=) = 

6370 It’s easy! 
g YES g please send me the following indicated subscriptions: 


—__—Subscriptions oo COMMERCE PUBLICATIONS UPDATE, for $17.00 each per year. 


1. The total cost of my order is $ . All prices include regular domestic postage and handling and are subject to change. 
International customers please add 25%. 


Please Type or Print 


2. ) = 3. Please choose method of payment: 
ompan name 
ree CJ Check payable to the Superintendent of Documents 


(Additional address/attention line) LJ GPO Deposit Account Lit hace 3 


CJ VISA, CHOICE or MasterCard Account 
——— CODE TTT ttt ttt} 


a a. enna ae od | 
(Credit card expiration date) you for your order! 


(Daytime phone including area code) 
(Signature) 


4. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9371 








